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§45.10 Documentation of margin mat-
ters.

A covered swap entity shall execute
trading documentation with each
counterparty that is either a swap en-
tity or financial end user regarding
credit support arrangements that:

(a) Provides the covered swap entity
and its counterparty with the contrac-
tual right to collect and post initial
margin and variation margin in such
amounts, in such form, and under such
circumstances as are required by this
part; and

(b) Specifies:

(1) The methods, procedures, rules,
and inputs for determining the value of
each non-cleared swap or non-cleared
security-based swap for purposes of cal-
culating variation margin require-
ments; and

(2) The procedures by which any dis-
putes concerning the valuation of non-
cleared swaps or non-cleared security-
based swaps, or the valuation of assets
collected or posted as initial margin or
variation margin, may be resolved; and

(c) Describes the methods, proce-
dures, rules, and inputs used to cal-
culate initial margin for non-cleared
swaps and non-cleared security based
swaps entered into between the covered
swap entity and the counterparty.

§45.11 Special rules for affiliates.

(a) Affiliates. This part applies to a
non-cleared swap or non-cleared secu-
rity-based swap of a covered swap enti-
ty with its affiliate, unless the swap or
security-based swap is excluded from
coverage under §45.1(d) or as otherwise
provided in this section. To the extent
of any inconsistency between this sec-
tion and any other provision of this
part, this section will apply.

(b) Initial margin—(1) Posting of initial
margin. The requirement for a covered
swap entity to post initial margin
under §45.3(b) does not apply with re-
spect to any non-cleared swap or non-
cleared security-based swap with a
counterparty that is an affiliate. A
covered swap entity shall calculate the
amount of initial margin that would be
required to be posted to an affiliate
that is a financial end user with mate-
rial swaps exposure pursuant to §45.3(b)
and provide documentation of such
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amount to each affiliate on a daily
basis.

(2) Initial margin threshold amount.
For purposes of calculating the amount
of initial margin to be collected from
an affiliate counterparty in accordance
with §45.3(a) or calculating the amount
of initial margin that would have been
posted to an affiliate counterparty in
accordance with paragraph (b)(1) of
this section, the initial margin thresh-
old amount is an aggregate credit expo-
sure of $20 million resulting from all
non-cleared swaps and non-cleared se-
curity-based swaps between the cov-
ered swap entity and that affiliate. For
purposes of this calculation, an entity
shall not count a non-cleared swap or
non-cleared security-based swap that is
exempt pursuant to §45.1(d).

(c) Variation margin. A covered swap
entity shall collect and post variation
margin with respect to a non-cleared
swap or non-cleared security-based
swap with any counterparty that is an
affiliate as provided in §45.4.

(d) Custodian for mnon-cash collateral.
To the extent that a covered swap enti-
ty collects initial margin required by
§45.3(a) from an affiliate with respect
to any non-cleared swap or non-cleared
security-based swap in the form of col-
lateral other than cash collateral, the
custodian for such collateral may be
the covered swap entity or an affiliate
of the covered swap entity.

(e) Model holding period and netting—
(1) Model holding period. For any non-
cleared swap or non-cleared security-
based swap (or netting portfolio) be-
tween a covered swap entity and an af-
filiate that would be subject to the
clearing requirements of section
2(h)(1)(A) of the Commodity Exchange
Act of 1936 or section 3C(a)(1) of the Se-
curities Exchange Act of 1934 but for an
exemption under section 2(h)(7)(C)(iii)
or (D) or section 4(c)(1) of the Com-
modity Exchange Act of 1936 or regula-
tions of the Commodity Futures Trad-
ing Commission or section 3C(g)(4) of
the Securities Exchange Act of 1934 or
regulations of the U.S. Securities and
Exchange Commission, the covered
swap entity’s initial margin model cal-
culation as described in §45.8(d)(1) may
use a holding period equal to the short-
er of five business days or the maturity
of the non-cleared swap or non-cleared
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security-based swap (or netting port-
folio).

(2) Netting arrangements. Any netting
portfolio that contains any non-cleared
swap or non-cleared security-based
swap with a model holding period equal
to the shorter of five business days or
the maturity of the non-cleared swap
or non-cleared security-based swap pur-
suant to paragraph (e)(1) of this section
must be identified and separate from
any other netting portfolio for pur-
poses of calculating and complying
with the initial margin requirements of
this part.

(f) Standardized amounts. If a covered
swap entity’s initial margin model does
not conform to the requirements of
§45.8, the covered swap entity shall cal-
culate the amount of initial margin re-
quired to be collected for one or more
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non-cleared swaps or non-cleared secu-
rity-based swaps with a given affiliate
counterparty pursuant to section §45.3
on a daily basis pursuant to appendix A
with the gross initial margin multi-
plied by 0.7.

§45.12 Capital.

A covered swap entity shall comply
with:

(a) In the case of a covered swap enti-
ty that is a national bank or Federal
savings association, the minimum cap-
ital requirements as generally provided
12 CFR part 3.

(b) In the case of a covered swap enti-
ty that is a Federal branch or agency
of a foreign bank, the capital adequacy
guidelines applicable as generally pro-
vided under 12 CFR 28.14.

[80 FR 74911, Nov. 30, 2015]

APPENDIX A TO PART 45—STANDARDIZED MINIMUM INITIAL MARGIN REQUIREMENTS
FOR NON-CLEARED SWAPS AND NON—CLEARED SECURITY-BASED SWAPS

TABLE A—STANDARDIZED MINIMUM GROSS INITIAL MARGIN REQUIREMENTS FOR NON-CLEARED
SWAPS AND NON-CLEARED SECURITY-BASED SWAPS!

Gross initial
Asset Class (% géﬁg{%nal

exposure)
Credit: 0-2 year duration ........ 2
Credit: 2-5 year duration 5
Credit: 5+ year duration . 10
Commodity .......... 15
Equity 15
Foreign Exchange/Currency ... 6
Cross Currency Swaps: 0-2 year duratiol 1
Cross-Currency Swaps: 2-5 year duration 2
Cross-Currency Swaps: 5+ year duration ... 4
Interest Rate: 0-2 year duration 1
Interest Rate: 2-5 year duration 2
Interest Rate: 5+ year duration 4
Other 15

1 The initial margin amount applicable to multiple non-cleared swaps or non-cleared security-based swaps subject to an eligi-
ble master netting agreement that is calculated according to Appendix A will be computed as follows:
Initial Margin=0.4xGross Initial Margin +0.6x NGRxGross Initial Margin

where;

Gross Initial Margin = the sum of the product of each non-cleared swap’s or non-cleared security-based swap’s effective no-
tional amount and the gross initial margin requirement for all non-cleared swaps and non-cleared security-based swaps subject
to the eligible master netting agreement;

and

NGR = the net-to-gross ratio (that is, the ratio of the net current replacement cost to the gross current replacement cost). In
calculating NGR, the gross current replacement cost equals the sum of the replacement cost for each non-cleared swap and
non-cleared security-based swap subject to the eligible master netting agreement for which the cost is positive. The net current
replacement cost equals the total replacement cost for all non-cleared swaps and non-cleared security-based swaps subject to
the eligible master netting agreement. In cases where the gross replacement cost is zero, the NGR should be set to 1.0.

806



		Superintendent of Documents
	2016-07-08T07:35:25-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




